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CUTTING DISTRIBUTION COSTS IN THE USSR

The program of the Five-Year Plan requires grsat ‘nvostments in capital
construction for industry, agriculture, amd transportativn. The source for
- : these invostments ie the internal accumilation of ths soclalist economy. Along
mi P o with outting proddction ocosts, one of the most Lmportant vays of inoreasing
S R soclalist acoumulats 'n 1s the cutting of diatribution costs.
.:‘ s e Cutting distribution costs will make possible the release, for use in pro-
duction, of largs amounts of money, materia.s, and iabor from the distribution
network. This will result in a more rapld increase in the social product, and a
fagter rate of building soclalicm.
L FES PRI Discribution oosts are dow in the TSER as compsred vwith dlstribvtion cce*w
‘ BRI, in capitalist countries. In 1940 distribution costs in Soviet trade were only
about 10 perceat of ths value of retall trade turnover. One reason for this is
that ia the USSR fov persons are engaged in trade. There were adout 2 millionm
persons in the UBSR employed in trade before the war, or about 7 percent of the
total aumber of workers and office samployses, as coumpared vith 6 uillion persons
employed in trade in the US in 1940 (not counting owners of enterprises), or
18 percent of the total number of workers and office employeen.

1 ) .
In the USSR, in the same year, there wpre 12 trale workers “er .,0C0 psrsoas,
ag compared with 40 in the US, or 47, 1f small saiesmen-owners sre ircluded.

In the U8, svon in 19°3. tie average t:rnover ti=s of goods was 96 days.
1a the UBSH before the wer it way less than 30 days. The brevitvy of vhe turnover
period means a suving in sxpendituscs Thr storage and sale 1n the trade netwpri
and better utiliszation of the labor of the trade workers.

e R Speeding up the distribution of goods is an important faotor in speeding
.t R up the tempo of the ballding of socialism. As the turnover time of goods 1s
o T cut, the smount of means (particularly of wmoney) required for distribation,
becomes oorrespondingly less. When the returns from trade are turned back
rapidly into industry, the amount of working capital which must be invested by
industrial enuerprises in stocks of finished goods may be deoreased.
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S Planning the productiocn and distribution of goods in the USSR economy
i makes it posatble to out distribution costg with.respect to.21) basic. expenss

e "items.  Planning the varieties of production 1in acoordance vith the needs of
the population, teking into oonsideration the different requirements of the
urban and rural population in the various sectlions of the ceantry, and no{{ng
the seasonal demand for certaln goods will result in the goods belng reaiized
mors rapidly and im & reduction of storage expenses.

Saviangs in transportation costg may be effected by locating irdustry close
to the consumer. Planning the trangportation: of consumer goods will eliminate
oxceseively long hauls snd orosshauling, and make possible the most efficient
utilization of the varices kinds of transport » thus further reducing trang-
portation coste.

Ia planning the volums of rotall trade for various gections of th:
country the monetary income of the population is taken into consideration to
avold having an eucess of gooda in any one area,

The parpose of planning the vholesale and retall trade system ia tp
asgure correct disposition in acoordance with the volume of trade » to eliminate
oxcess middleman trade Agencles, and to mpeed up the movement of goods. In
order to maintaln striot eontrol over expemditures for distributicn, and to
stimlate their reduction as much as possible, the 8overnment 18 putting into
éffect a plam for distribution of expenditurea. This piss is a govarnmant
order (gadaniye) defiging the amount of expenditures for distribation necessary
for normal organization of trade in the ocorntry . ’

. : \ Price-fixing with respect to coneumer goods in the state and cooperative
L ale ’ stores 1is important im Eoviet trado. By means of it the Soriet goverament .
L : determines the share, of the scoial product received by trade. By means of the
price reduction (skflks), the government providos an incentive for economy and Lo ‘
makes 1t Impossidble for trade organizations to charge cousumers high prices to . - -
Gover ligh distribution expenses. o ’

: Trade oosts have been lovered considerably duiing the Five-Year Plags. The -
volume of retail trade, in comparable: prices (eopostavimo), in the UBSR ia 19%0 -
R o : vas 4.5 tines the volums ir 1928, while the retail trade network vas 2.5 times )
. A ‘ 28 large as in 1928. Thie means that the turnover per enterprise almost
e 2 . douiled 1n the 1928-k0 period. During the same period the mumber of workers in
g PEE I reteil trade merely doubled, which asans a considerabdble incrcase in thes amoant
- of tvade per worier.

st

SR Inring the years of rebuilding the USSR national economy, after World War I,
SR P distribution costs in trade amounted to more than 20 peroent of ths value of

; i retail trade turnover bacaude the share of small private tr.de was large and
costs high, goods had to pass through many hards before reaching the consumer,
and overheald costs in jtats and cooporative trads were higi.

Eliminating private capitalist trade and assuring the predominance of
the socialist type of économy in diatribution made possible a considerable
redusction of distribution costs in the trade network.

From 1932 through 1940 dietribution ooste in USSR trede decresaged from .
12,5 kopeks per ruble of trade to 9.8 kopeks, or 18 percent. The importance
of this cost cutting may Be judged by the faot that vhere cost cutting by one
pezaon in 1940 meant an economy of 140 million rubles, the extra savings through
lowering distridution costs amounted to about 2,5 killion rubles stmpa~ed with
1922.

A soolalist economy has low advertising expenses. In the U8, 1.5 billton
: dollars, or about 10 porcent of distribution expenses , are spent for advertising,
- L wvhile 1940 advertising eéxpennes in retail trade o1 the Ministry of Trade averaged
only 0.5 perseut of total expenses. )
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Marz divided cepitalist distribution costs into ™pure” costs -- expenses i
connected with turning commodity assets into monetary assets -- and expensew SN A
connected with continuing the process of production in distribution (trang- ’
portation, building up the required stocks of goods, etc.).

The ocost of turning goods into money in Soviet trade is small, com-
prieing oaly a small part of totsl costs. Distritution costs are composed
primerily of the continustion of production expenses in distribution {traps-
portation, storage, packing, etc.). Wages pald to trade workeras, ocoupied
directly in the sale of goods, comprise only one third the totsl wage bill for
trade workers and only 10 psrcent of all distribution costeé. Furthermors, ‘
& large part of the vorkers' tims 1ls epent in packling, weighing, and msasuring
goods. Transportation expenses slone comprise &8 much as 25 percent of the
total distrimation costm.

Wholesale costs are low in proportion to retail costs in a soclalist
econcagy. While wholesale trade coste in the US are 35 percent of total dis-
tribution ocosts, wholesale trade costs in Soviet trade do not exceed 20 per-
oent of total dietridbution costs.

) . R Decreassd distribution costs in. the USSR ars meccmpanisd by betier ser-
8 ' S vice to the oustomer. Ouclay Tor fimal preparation of goode for sale (podrabetks)
: ' and fmproved packaging is relatively larger; a greater proportion of sxpsnditdres
is for upkeop of stores and for making trade organitations artistic in appearante.
T . ] : USSR advertising has besn oreated solely to inform consumers honestly about the
g ; . beat products. -

Vith all Lte accomplishments, Soviet trzde still has not out expenses to
the mintmom. : i

; B During Worid War II, despite substantial reduction in the types of trede
YU B . expenditures, distribution costs inoreased rslative to trade turnover in com- .
UGN L ) parison vith 1940, This was the reeult of reduced tredo turnover, and additional
. Lt : ocosta dae to the Tation vard eystem. lYnoreased distribution costs wsre also
partially the result of the oreatioa in iadustrial enterprisescfa trude nstwork )
which had higher dfstribution coets. The trade organizations of the ORS

. v (Workers Sapply Section) have a small trade network with a limited number of

. - ; oistomers rerviced by any given atore; and, iz most casex, this number is in-

: I svfficient for the normai operations of a trade enterprise. The rctail irade
oxpenses of URS exceeded the expeuses of the trade network of the Minlstry of
Trade USSR by 30-35 percent.

Anothar cause of high costs during the var was slov turnover of goods be-
iR ; cause of the ration card system. While the turnover perfod for food supplies, ; '
o R excinding bread, in enterprises of the Ministry of Trade vas 13.i days in 1940, ) : 200
e it was 21.k days 1n 1945. The iurnover time of goods other than food supplies : ;
inoreased from 41.%k days in 1940 to 61.3 days in 1945.

After World War IT, distribution costs in Soviet trade continued to be
high, primarily because of reteution of the ration card system. In 1947, the
distribution cost in comparable prices vas lﬁ times the prewar cost. st

The abolitisn of rationing at the end of L947.orvated favorablie con-
0L ditions for a considerabie reduction in distributfon costs by speeding up the
. BT turnover of gdods and ntilizing labor more effsctively.

In 1588 the volaae of trade 1s increasing, which means that the ratio of
dletribution costs to volome of trade should be dccrsasing. The foliowing
prroentage fignres from the Repo-t of ths State Planning Commiorion USSR show
hov the sels of food and industrial goods, ia tho seccnd quarter of 1948, com-
pares with the sale or the evme commodities in the sams pe-iod of 1947.
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‘Triorease of 2d szaiter‘19h8 Sales
Over 24 Quarter 1947 Sales

Commodity , o Percentage -

Bread 50
Meat products . 29
Vegelable fat ‘ 1k
Confectioner's producta 29
Cotton fabrics . - ’ 38
811k fabrics ) 3k
Leather footwear 31

. At the begloning of 1948 the USSR Govermment took steps to decreage the
nuzber of selling hours for the whole trade network. The single shift with
days off was lntroduced in most stores. This masds it posaible to relsage a
large number of workers Irom the trade nstwork and to out malntenance costs.
Despite tuese favorable conditions, distribution ocsts for trade organigations
‘were not lower in the firset half of 19%8 than ip the corresponding period of
1987; tnetead, they remsined exvessively high. The distribution coste of scme
eaterprisds have sven risen, as is shown in the following table:

Expenditures. for Retail Trade Diatribution
Jan-Jun 47 Jan-Jun 48
(1n kopeks per ruble of turnover in prices) .

Looal orgunizations, Minietry of i
Trade RSFER 4,05 h.22

Looal organizations, Mintstry of
Trade Kirghiz 88R 5435

ORS Ministry of Hsavy Machins- :
Building Industry 3.34 3.58

CRC Miatetry of Machine-Tool
Building 3.80 3.85

ORS Ministry of Gustatory Products
Industry 3.11 k.14

Baral trade: distribution costs of consumer cooperatives increased during the
firet quarter of 1948 from 9.2 percent of the value of rstail trade to 10.3 perceant.

To some extent the inorease of distribution costs, in comparison with 1947,
was the result of chaanging the trade strusture and of increasing the relative
share of food in the total volums. However, the main reason for high distri-
bution costa in retseil trade is the large noaproductional expenditures and losses.
For example; during ratfoning exoessively high traseportatine costs and trade
looses were partially concedled by the relatively large proportion of nonfocd
items, of which the odut of marketing ie couparatively small. With the shift
to normal trade struciure, cxpsnditures for these items have besn increasing.
Distritation expenses mst be out by inoreasing the productivity of labor,
futting adeintstrativs aznenyss, lowering transportati~n oosta. smd vaducing asnls
loasos. Theue items acuount for Swo Lhirdg of vas tatzl dilatzihutisn ooats, as
can be se)n from the following figures: '
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"Trade Distribution Costs for 187~

Retall Wholesale
(Irdustrial Ministries)

(in percentage of total cost)
‘Tranaportation 21.5 52.0
Wages and extre pay 37.3 8.1

Rent, maintemence, repair,
inventorr 13.6 . k.0

Storags, finsl preparation

of goocds for sale, pacikaging
(including losses of contalners) 2.8 8.0

Goods losses 6.1 7.0
Inter;nt on oredit 53 3.9
Aministrative, etc. - LR , \ 17.¢

Total 100.0 100.0

The labor productivity of trade workers is still less than prewar. At
the same {ime the wages of trade workers have rieen onnslidel bly, resulting
io an increase in the wage bill per ruble of turncvdr, in comparable prices.
As has been previocusly observed, the decrease in labor productivity of trade
workers is partially due to the size of the OBS's small-trade network with
its small turnover per enterprise. :

Howwver, the main reason for the insufficient laber productivity of
trade wprbers is the presence cf surplus personnel in the trade network.
Despite the fact that trade enterprises have changed over to the single shift
with days off, wvhich ought to have reledsed a largs number of workers from the
trede netvork, the aumber of rotail trade workers ir the Ministry of Trade
USSR inoreased by 10,000 persons betweer December 194§ and July 1948. This
increass ococurred in cvnneotion with expansion of the delivery asystem during
the first 6 months of 19%8. Inspeotions of the work of several stores show
that the trade entcrprisss could have seoured an inorease in the small-retail
aetwork by tramsferring to it those workers who were reldaged frow the stores
in conmection with the change-over to ths single shift with deys off.

An iaspection conducted by the Administration of the Food Enterprises of
leningrad bes revealed eurplus personne). in stores, and a disparity between
ths anmber of positions and the volume of trade, on the one hand, and ihe
nueber of employees on the othor. JFor example, in three stores of the Smol'~-
aingkly Rayoa Food Organization, inapectors Zound that it would be possible
to cut staffs 20 to 25 percent.

In avme stores thore is an excessively large servicing anl administrative
unit, 4n sowe c3sos coxprieicg more than half the total personnel. Important
reasons for deoreased labor produotivity inolude poor planning for the trade
network, setting up trade centers not warranted by the volume ol trade, too
mAny stores in some arcas and too few in othermy, etc. In other cases, ad-
ainistrative smployees svuld es cut by sombiaicg two or three small enter-
prises in the same area.

With respect to the number of smployees, planning by trade enterprises i«

poor. The work to be performed per worker is usually determined meshanically
by dividing tho amouat of planned trade by the actaal number of worksrs.
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Control by the local agencies of the Minlstry of Trade USSR over the amount of

" 'work planned per trade worker ‘iu'the individual enterprise 1s completely ud-
satisfactory, especially with regard to the trade system of OR3 ani the consumer:
cooperatives. The plan norms for salesmen's work,with regard to some of the
moav important geods, are not observed in guite a pumber of entsrprises. fThe
standard norns, themsslves, should be reconsidered in the light of increased
trafie, .

50X1-HUM

Mapy enterprises fall to utilize even the simplest machine Labor.v

The exercise of control by the trading organizaticns, over the use of the
vage fund 1o the stores, is completely unsatisfactory. There sre cases of illegal
incresses in salaries, payments of extra premiums, and incorrsct caleculation
of plecework wages. Directors end acting directors, who do not bear material
responsibility, are wrongly paid acoording to the rate for directors and acting
direstors who do bsar materisl reaponsibility. When the plan of trade turnover
1a not fulfilled, the €ull rates of pay are scmetimes paid instead of ths
official guarantesd minimum, etc.

After wage costs, the gecond most {mportant item of distribution cost 1s
that of tramsporting goods to the trade network. More thanm 70 percent of all
transport expenses in trade conelst of expenses for autwmobile and horse-drawn
trensportation. Tso proportion of such expenses to trade turnvver {s ons and
nroe~half times that of 19%0 (using comparable prices).

inorease in such trangportation costs is primarily the result of inefficient
utilization of entomobiles belongiag to the trade orgunizations; the fact that
too muoch time is spent weiting at the suppliers; and because hauling, is falgely
reglstered as having been performed. During 1947, trade enterprises of the
Ministry of Trade USSR spent 80 million rubles too much on eutomobile apd
horse-drawn transport, while the trade network as a whole had extra transport
expenses of 400 million rubles. :

Trucks in the urban trade aystem are not yet utilized properly; they are
employed in the tranaport of freight only 25 to 30 perceat of their total
vorking time. Most of the trucks make only one, or a marimum of two, trips
psr day instead of the required threa or feur. At the same time only 70-80
percent of the loal capacity, sometimes even less, is used. As a result, the
cost of transporting freight by truok has increased considerably. While the
average cost of truck transportation of the best transport organizations is
80-100 kopeks ,or ton-kilrsater, tbat of many costa 2 to 3 rubles, and that of

* some & to 5 rubles.

. Inspections of supply bases, confuztod on a wide goale, reveal that
trucks are nct loaded to capacity. For example, at Base No 1 of tae Moscov
Cold Storage Plamt, the average load of sausage products per machine is 0.8-
1.0 ton, although the capacity per truock is 1.5-2 tons. According to
figures of the marketing office of the Brevery imeni Badayev, Moscov, a large
oumber of trucks were loaded to only 65 or 70 paroent of capaoity,

One reason for inoreased iransportation expenses in trade is the long
waitisg pericd of truoks at the wuppliers. Trade-organization trucks, arriving
for goods, start forming long limes warly in the moraning at food industry
entexprises aad trading bases. millcrs, cold otnrage plants, meat combincs,
oonfectionaxies, brewe:les, and Jimiiileries. 7%s total ctanding time of
trucks, sxolusivo of thpt spent fn loading or unloading is seversl times thet
epent in tranait. For example, an inspestion of the Brewery imeni Badayev
revocled that in one day there were 57 cases in which trucks stooa for wure
than 2 hours, and in 15 of thoase cases standing time was more than & hours.

The merkeiing orgaalzatiocos of the ainistries of light industry and of
the food industry are aot rellable in their delivories to traie depanizations.,
Many large trade bases do not have d4rop-delivery achedules.
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The supplying minlstries have severely. curtailed circult drop-deliverlas. of i pilics
goods to the trade system by the supplying minigtries’ transport, although

this system of delivery i{s the most efficlent way of delivering goods to

large oities. The system has been retaiped for breed only, in Mogcow,

Leaingmd, and Kiev, and in certain indiridunl cases for such goods as wine

and distillery products, beer, meat, and fish products.

When the trade network is broken un into individual independeat trade
organizations with relativsly small stooks of goods, only drop-delivery by -
suppliers can attsln the most efficient use of truck transport. In large
citien it ig now possibis to organize olrouits for the delivery of besr, wine
and dlstllery products, meat , Tish products, and fats from cold storage
plants to the trade aetwoxrk, or of flour and groats from ths Zagotzerno miils.
This oculd increase the utilization of the track fleet at least 50 percent, and
considerably fmprove the B8upplying of trade enierprises. )

Cirouit drop-delivery of goods, in the case of. tysde organizations
servicing a large nnamber of stores, can be successfully organiszed by trade
trangport. For example, centrallzed drop-8elivery from the macaroni factory
and the Chernigor Cold Storage Plant almcst doudled the Productivity of the
trucke.

Control of transport in the trade network by the trade organizations is
vory unsatisfactory. Instsad of supporting the struggle agsinut 1dleness of
workers, several trsdie enterprises have olsimed heuling whiok d1d not take
place. In some trsde snterprises thera has been considerable falsiffcation of
banling - figares. Thus, assording t» the data of Teeatrosoyuz, a ascore in the
Tiabing gection of Taentrosoyuz in Moscow paid for the trunsport of 2,627 tons -
of freight in the first quarter of 1948, while only 404 tons, ‘inoluding the g
welght of cortalners, was actually carried. The Mosoow astore of the Ukrkoopin-.
soyus paid a freight transport bill 3.3 timas what 1t ehould have been, and
the store of the Teentroayasoptitse Association paid a bill 7 times the
Proper amount .

Truok transport and horge-drawn transport expenses have also been too
high because loading and unloading expenses have been high due to inefficient
utilization of louders. The labor productivity of trade-organtization loaders
is excessively low because of the current practice of having them accompany
the trucke. This means that most of their time im cpent on the. move or “n
walting to rec.ive loads.

A oheok on the Moscow Meat Combine iment Mikoyaa revealed that trade-
orghaization losders were directly engaged in loading and unloading only
25-30 percent of the time and their averags labor productiviiy was only a

tion that of the meat-combine loaders. The fact that transport vehicles
&2 tks suppliers do not make drop=deliverivs also causea inefficient utilization
of transpcrt-orpanization loaders.

To out transportation expanses, measures must be taken to improve the
work of marketing organizations of ths ministries of the food industry and of
light industry. e food industry and light industry market bases must be
moved as close as pousible to the trade network, since lack of these bages in
& nu.bar of large citiss has forcsd trade organizations to transport small
Jongiguments of goods 1r their uwn trucke, scmetimes fror more than 100 kilo-
Roters, whiod increases !rensports.cion experditures considerably.

Macvivation costs aay also ke cut by decreasing goode losses. Large
lwgan o goade in trade are expisxped primarily by defects in storage &l by
large losiss during Transportstica.  rade organizations do not exerci«¢ proper
eoatral ier the storugc o1 fook wupp.ies. Goods logses above the norm amount
tc 300 uilion rubles a year.

At the sams time, goode losees above the morm are almost nonexistent in
the efficlent trade enterprises.
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The size of permissiblo goods loases varies considerably for individual BT I e
organizations in the sems ¢ity. TFor example, in Moscow the permissible goods R
losges for the state trading food stores are 0.3-0.h psrcent of the goods

turnover, while for the trade network ovf consumer cooperatives they ars 0,7~

1.0 peroent of the goods turaover. Such a large difference 1s explained

primarily by storage defects in the city trade network of consumer cooperatives

and by differsnces in listing goods losees.

The intolerable practice of mechanfcally calculating the goods~losses norm
vithout taking actual locsses into account persists {n several trade organizations.
Furthermore, it has been shown that the existing norms of natural losses .could
be reduced considerably. Food stores of Leningrad have shown that it 1s
poseible to cut goods losses 20-25 percent in comparison with the horms.

Goods losses may aleo be lowered by epeeding up the turnover of goods, in
comparison with 1942 when the norms of natural lossus were established. With
rospeot to boiled and half-smoked sausage, orsamed meat, fish, herring, etc.,
the norms are considprably higher than asctual goods losses revealed by findings
of the Central Institute of Trade and Public Nourishment in 1940. The Minlstry
of Trade UBSR must reconsider ths high norms with the aim of cutting losses to
a minimum, vhich will result in large savings.

Inorsaeed goods losses are also osusel by the fact that the number of
transit deliveries from the supplisrs to the stores has been reduced.
Ascoréing to oAloulations of the Administration of Food Orgenizations of
Loningred, inoreasing transit hauling to the prewar capacity could reduce goods
losses of the Leningrad food stores alons, 400,000 rubles a ysar.

Exoessive costs in Soviet trade are alaso due to iarge losses of packing .
materiala vhich amount to 200 million rubles per year. A large portion of all
vooden and cardboard containers are received free by trade, 1.e., the cost of i
contuiners and packing materials istorne by industry in the new price lista of .
retail prices. This has resulted in inefficient use of dontminers by trade :
workers. Trade enterprises often use wooden containers uneconomically. In i
the trads network of the Ministry of Trads URSE, up to 40 percent of all wooden o
contalners are not returned. They have becn ueed for fusl and light repetir vork. :

The packing materia. situation i{s in a neglected svondition. The trada
onteyrises have, for the most part, stopped repairing containers ant msnd a
large pumber of broxen cnes to the bases of the Main Administration for Wood
82.,1y. As a resali, containers are¢ wearing out rapidly, and their period of -
use is brief, which is one of the main reasons for the shortage of containers.
Even the life of the valuable barrel is several turnovers less than the period
of service set for it. Sack losses are very large becavse of the markiown in
the price of sacks. In trade organizations, careless use and nonrepalr of sacks
soor canee them to be put iz 2 lower categery, and frequsntly they are marked
down two categories, which means a loss per bag of 35-40 percent of its cost.

Records of containers, according to category, frequently are not kept be-
cause 30 many come unmarked from industry. The directors of trade enterprises
bave reconciled themselves to the practice of receiving goods in nonstamdard and in -.
unmarked containsrs and do not present claims to industry. Induzstry, however,
gots a large income from sacks dy obtaining heary fines from trade organizatiocas k
for not returning contaisers. For example, “Zagotzerna's" profit on sontaiuer:pperations
amounted to 32 million rubles for the first quarter of 1948; of this, 11 million
rubles was from fines for.not returning containers and for poor-qualiy con-
tainers.

The maln reason for high lossss on containers, in Soviet trads, is that
trade organization coutrol over the way in which containers ars received, stored ,
and sent out !am weak. Tho currently effective 1932 instruction o2 reception angl
diaspatch of contalners 1s in neel of revision. : .
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. Iarge excess sxpepditures for the repair and maintepance of stores are
tolerated in the trade network. ) . oL

Undsr labor coutracts in 1947, trade enterprises spent an intolerably
lerge amount for repaly and malutessnse. In 1947 the repair and meintenmance
wage bill in retail trade and communal-nourdshment enterprises was more than
300 million rubies, and it was only because of strong restrictive measures
that the bill was out to 45 million rublos in the first gquarter of 1948. In
contracts with private persons, lebor hav been paid, and certain materials
and egitpmant havs been obtained, at spevulative prices and wage rates, all
of which has considerably increased the cost of repalr and saintenance of
stores.

Contrsots with private persons have been due to¢ the ilnsufficient develop-
ment of the netvork of artisap oooperative artels, the aecomdary production of e
treds, sod the excesaively high cost of the services reandered by the artels. R p
This high cost i@ explained by lowered production norms, large overhead expenses, |
apd high profitas of artels.

The work cost of secondary enterprises of the trade organizations, whome
work iy weakly controlled, fs also excessively high. In the trade-squipment
plant of the AMministration of Food Btores of Leningrad, production norma are
being fulfilled #00-500 pd¥roent. The profits of the aubeldlary snterprises are
clearly excessive and amount to 15 t> 20 psroent. Having become regigned to the
artele® snd escondary industries’ inflation of service costs, directora of trade
enterprises frequently do not require the local oblast exscutive comnltteea to
lower the rates of pay, amd conclude confracts at the inflated pricea. Many
trading enterprises have ceased to verify oarsfully their rent and municipal
gervice contrasts with the honsing administrations and tolerate large overcharges,
especially with vespect to water supply. The kousing administrations are also
ralsing the cost ~f municipal services.

Expenditures of tie {rade enterprises for gauarding storss are also large.
Since 1947, guarling of stores has been the function of spesisl artels of in-
valid cooperatives instead of the trado enterprises themselves. In spite of .
government lmstructions thes artels continus to inoremse expenditures for guarding.
Gusriirg cxpenses in the trade network are greater now than when gnarding vuas a
function of the trade en‘erprises themselves.

Disuribution costs are quite different in varione retail trade systems.
In the first gquarter of 1948, distribution coats of republican stores of the
Ministry of Trade USSR were from 3.7 kopeks per ruble of trade to 5.0-5.5
kopeks, while distribution costs of the offices of Glavosobgastronoa (the Main
Administration of Special Delicatessens) were 3.5-6 knpeks per ruble of trale,
The retall trade costs of the ORS ars atill higher; for small enterprises they
go up to 8-10 kopeks per ruble of trade.

Distribution costs of the urban network of consumer coopsratives are
egpecially large. They &are approximately 1} times the costs of the state trade
food stores in the same cities and amount to 6-10 kopeks per ruble of trale.
The following figures ehow distribution costs in Momcow food stores during the .
first quartsr of 1948 (in kopeks per ruble of trade):

SRV
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8tate Trade ... :Cooperative Traje
(Trade network (Mogcow 61ty
of food Boopsrative
enterprises) trade)

Transportation costs 0.8 0.8
Vages and extra pay 1.45 2,07
Rent, repair, maintenance : 0.8% . 1.81
Packiny materiale, other expenses 0.20 0.27
Coods losees 0.33 0.59
Interest on oredit B 0.05 : 0.34
Other expenses 0.26 0.21

Total costs 3.98 6.19

In the urban trade network of consumer coopsratives, gcods losses are
high. Expenditures for the malntenance and repair of premises and for wages
have inorsased oonsiderably because of a decrease inm the productivity of laboxs

The Minietry of Trade USSR, Tasntrosoyus, and the Glavuru'a[inin Administra-
tion of Workers' ﬂupp!:] of the ministries and other govermment agencies have
relaxed thelr comtrole over the distribdution expenditures of trade enterprises,
During 19k7, retsil trade eaterprises of the Ministry of Trade USSR permitted
560 million vubles wors dilstribucion expenditurss than wsre planned, and in
the firet quarter of 1948, an additlomsl 67 million rubles, The excess of diu-
tribution empentitures of the retall trade of cousumsr cooperatives was 330
nillion'rudbles in 1947 &and about 150 million rubles in the first quarter of 1948.

large excess dild‘ibnuon coste skow up clearly in the financial positiona
of trade enterprises. In tke first quarter of 1948, because of higher distrl-
tution costs, many trade epterprises cperated at a lose, especially ip the
rural trade network and in the ORS trade network of the ministries and other
goveroment agenciass. In 1idividual Glavui-s“s, the number of asnterprimes oper-
ating at a losa is 20-30 percent 6f the total number. For example, ia the
first quarter of 1548, in the Glavurs of the Ninistry of Gustatory Products
Industry, 25 of the 62 retail trade enterprises wers operating at a loss.

Bren in sush a vell-grganized trade network as the food stores of lanin-
grad, 10 percent of the total trade enterprises were operating at a loss in the
first quarter of 1948.

The task of the trade 'orkera is to out dilstribution costs to a minimnm in
order to releass hunireds of millions of rutles for relinvestment in the national
edonosy of the USSR,
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